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July 18, 201 1 

Mr. Gary Pierce - Chairman 
Arizona Corporate Commission 
Commissioner’s Wing 
1200 W. Washington 
Phoenix, AZ 85007-2996 

To: Arizona Corporate Commission 
Gary Pierce - Chairman 
Paul Newman - Commissioner 
Sandra D. Kennedy - Commissioner 
Bob Stump - Commissioner 
Brenda Burns - commissioner 

Re: Protest of Arizona- American Water Requested Water Rate Increase 
Docket NO. W-01303A-10-0448 

I am writing as a resident of the Agua Fria Water District to prote& in the strongest possible terms, 
the above noted requested rate increase by Arizona-American Water (AAW) as it is totally wrong in 
the format it has been requested. I do realize utility companies are permitted to recapture money spent 
on infiastrudure and also are permitted to make a smail profit. Unfortunately, this proposed mockery 
is nuthing less than highway thievery. I will attempt explain why 1 feel this way. Please excuse the 
lengthy letter, but compared to the never ending, boring legal documents you have to read for every 
rate case, my letter will be a piece of &e. 

Background 
This case started in the late 90’s when a group of west valley entities (WESTCAPS) got together to 
study the best way to mke use of Central Arizona Project (CAP) water allocations and comply with 
the 100 year water requirements for the many thousands of homes projected to be built by Developers 
over the coming decades. Mer many in between s t q s ,  AAW a g e d  to build the White Tanks 
Regional Water Treatment Facility (WTRWTF) with a capacity of p rohekg  80 mgd (million gallons 
per day) of potable water. The cost to build the plant was roughly $74 million. The intent was to 
recover costs from onetime hook-ua water fees from developers and new homebuyers in the West 
Valley. 

AAW started wnstruction in the mid 2OO0’s and finished fate 2009 or early 2010 when the plant went 
on line with a processing ability, I believe, for roughly 13.4 mgd of its pmjected 80 mgd capacity. At 
full capacity the Agua Fria District was to be aIIeGated ody 11% of the 8Qmgd capacity. 
U n f o ~ ~ n a t e ~ ~ ,  the markas crashed and ail expected d ~ ~ l ~ p ~ ~ ~ t  stopped. Rather than making a 
decision to either cancel the construction or s d e  back when they could see the housing market had 
crashed, AAW made the decision to go ahead with the construction of the plant. 
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Key Points 
As new homes are no longer available in the West Valley, AAW filed for a rate increase of 
roughiy 84% fiom the Agua Fria Water District customers as part of their normal water bills 
to recover their plant costs. This means they have shifted the recovery of their plant costs &om 
- new West Valley customers in newly constructed homes with a fee Raid one time to cover 
their water fees to different, existing customers who were aiready receiving water. The 
existing customers, at maximum use of the water from the new plant, would only use 11% of 
the plant capacity. Yet, they are being asked to pay 100% of the dant cost. To make maters 
worse AAW is requesting the 84% rate increase to be added to the monthly water rates. This 
means the 84% will be paid in perpetuity. Under this schedule, AAW will be repaid over and 
over again for the plant cost. This is completely unaeceptrrble. There s h l d  be a stop measure 
in the rate case which removes the approved increase when the piant cost has been fully paid. 
The Arizona Utility Consumer Ofice (RUCO) shows the company anticipated receiving $63 
million in hook-up fas. To date, it has taken in $2.9 million. 
RUCO is recommending a 35% increase added to our standard water rates. Yes, this is less than 
84%, but it has two problems. First, AgsLzt Fria is only schb led  for 11% use of the water 
processed by the new plant, but this has us paying 35% indefinitchr. monte after month . 
This means we will still continue to pay for the cost of the plant many times over - it will just 
take longer to pay off the plant cost at the 35% rate. 
The Deveioper for our commudty in Surprise charged each new home buyer a onetime 
water fee as part of our lot costs when we bought our homes. We were told we had a 100 year 
supply of water provided by wells from the water aquifer under our b:s. This meant we 
would not have to w o w  about water as it was being provided by our wells. 
This is a double whammy for ow HOA residents as we already paid B om-time fee to our 
Developer for our water. Now, AAW wants us to pay for water designated €or thousands of 
homes never h i l t  and they want us to pay the bill forever! ! 
AAW, without telling us, shi€ted most of the residents off well water starting in 2010 so they 
could start processing some of our water tluouj& the new WTRWTF. This way, they could 
report to the ACC they were already processing Agua Fria water through their CAP plant. 
The CAP water provided to Surprise residents bad major negative effects for many home 
owners. Those with well water mostly received so& water in their homes. When they were 
unknowingly transfend to CAP water, most residents started rmiving very hard water, 
which required t b s e  residents to vend money purchasing water softeners and then spend 
more money to purchase salt  OF their new water s & m s .  Tbis is a new se they did not 
expect or deserve as they had p&d hook-up fees t~ the Devehper w b  told them they had a 

AAW made a major business mistake by continuing to build the plant when their prospective 
customers had d i q - 4 .  Current cusbmers should not be furcd to pay €or the mistakes of 
their water company. 

off groundwater, which is mt easily replenished, to water. What Joni 
McGlothlin did NOT say is the maximum plant to prowde 11% of 
the water when operating at kll capacity for Agu CAP water. These 
were the Agw Fria customeps who did not have access to aquifer well water. I do not believe it 
was intended to process water for customers who were getting their water fiorn wells with a 
100 year supply of water. N e i t k  did McGIotMb mention the ~~~~~g 8 Y ?  afthe plant 
capacity was designed for customem which have not ized. But, AAW now expects all 
Agua Fria customers to pay the plant costs over d ~1 at an rate incrased by 84% for 

new customers. Any rate increase added to the water bill to pay for the new plant 

100 year supply of water earn aqzrifw w&a- welts. 

AAW spokesworn Joni McCIothlin says the plant was d 8 wean surprise Customers 
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should include a stop payment point, as noted above, when the cost has been fully paid. At this 
point the monthly bills should be reduced by the same amount it was i~creased. And, it should 
only apply to those customers who were previously using CAP water. It should not apply to 
those who paid a hook-up frx to use well water. If the Commission approves this proposed 
increase, it means customers who already paid a water hook-up for use of water wells 
would be hit with a second hook-up fee to use CAP water of a lesser quality. 

Joni McGlothlin fia.uler states AAW met d l  the noti f idon r-equirementS. In fact, the 
company did many things to tell customers about the proposed 84% rate increase. P-s 
these were flyers in the manthly bills saying Agua Fria customers were subject to the rate 
in-. Yes, flyers may have been included in the monthly bills Saying Agua Fria customers 
were subject to the rate irxxase, Unfortunately, newhere on the wa&r bill does it state the 
ctstomw is in the Agua Frira Water District. In fkt, all the bill says about ide&fic.ation is the 
customem mailing address and AAWs r e m  - not do was cleoaly stirte on monthh. bill the eustomm were in the Agua Fria district and 
were subject to the 84% increase. As a Side note, my guess is very few customers ever read the 
cnclosed flyers with their nronttzly bills. I persadly caprcl€ully read each monthly bill, but I 
only scan the enclosed flyers. 1 had no idea my bill was subject to this crazy requested rate 
imxease. It was W s  to a fellow 

TheW mctstcustomerswerericstawaretheywereintheAguaF~~ District becameobvious 
when we got thc reggansc &om the City of Surprise ’s who were GQntacted 
regarding the p p o d  increolse. Their mpnse was an denid h r a t e i n m a s e  
effwted &m. It wasn’t until they were shown a map of tke Agua Fria Water District 
hdiathg the location of Mi city or loeation of tkir  HOA’s in the Agua Fria Water District 
plus a copy of the official water rate increase request with the Docket number that they realized 
they were efiected by the rate inctcase. This redkatim came too late for these organkitions to 
file as official intervmm. 
Another group of customers nut properly notiiied were those who receive and pay their bills 
electrotrically. It is my ~~~~ most, if not all9 of these cusfomer~ were totally u l l i ~ w ~ ~ e  
they were in the A p  Fria District and were also subject to the imxease. Those of us who live 
in HOA’s will @;et a double whammy hit OR tht rate increase. The fitst will be an increstse in 
HOA 8M1u81 fees to pay the cost of imxased commo~l areti water usr: in the HOA pius an 

my WOA OUT mmmn area water cost for 

of roughly $60 in annual dues just to 
d water bill, which averages $700 yearly, 

in P d w  Catifomi-a What they 

brought this to OUT attention that we of the problem. 

bill. Add to this my 
will jump to $1,288. This is ft mmMy hcrease of $50. 

BottomLine 



If any portion of the Agua Fria rate is approved by the ACC, we request you excluded Agua 
Fria ctlstomers from the newly submitted general 3+% (?) rate increase requested for the 
surnnm of 2012. This would result in two water rate increases for Agua Fria customers in 
less than one year. 
PLEASE STOP THIS CRAZY PROPOSAL. SEND AAW BACK TO THE DRAWING 
BOARD 
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F. Patrick Dillon 

I PS. I fkst attempted to send this letter via email to the E-mail addresses listed on the contact web page 
for the ACC. The first attempt was addressed to ail five commissioners at the same time. The ACC 
server rejected my email. I then attempted to send the letter individually to each commissioner by 
email. It to was rejected, I have a simple question. Why list your email addresses on the ACC contact 
page if your senrer rejects all d l s  sent to the commissioners? 
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